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Long term potential intact with near term
uncertainty; maintain BUY

Result Synopsis

Orient Electric (ORIENTEL) delivered mix bag performance with revenue growing 3% above
estimates while operating margins seeing sequential decline of 456bps; while other peers
have reported strong growth with higher operating margins. Company has been able to
protect its gross margins as it has taken lead in passing on increased commodity prices to
the customers. Also, there has been inventory de-stocking in channel on anticipation of
price decrease owing to lower commodity prices. There could be some near-term
uncertainty as orient is moving towards new distribution system, which could take time to
stabilize. We expect margins to be lower as there would be additional expenses incurred in
revamping distribution system.

We now expect FY22-24E revenue CAGR of 13%, with margins also expected to gradually
normalize going forward, we estimate FY22-24E EBITDA and PAT CAGR of 19% and 20%
respectively. Change in distribution practice can result in disruption in short term before
company the company starts realizing benefits in the longer term. Considering short term
disruption, we have cut our target multiple to 40x vs 45x earlier However, considering solid
long-term growth potential and sharp correction in stock price, we maintain our BUY rating
with TP of Rs341.

Result Highlights

= Quarter Summary - Orient Electric (ORIENTEL) delivered a below par performance
with revenue growth of 47.2% yoy (Lower than peers to have reported so far). ECD
segment registered growth of 37.4%; while lighting and switchgears saw revenue
growth of 79.5%.

= ECD performance was below expectation - Slump in demand in the latter part of
the quarter and inventory de-stocking by dealers in anticipation of lower prices
owing to correction in commodity prices have resulted lower than expected
revenue. Extension of direct to dealer approach to new markets has also resulted
in some loss of revenue.

=  Margins - Gross margin expanded 46bps yoy basis despite significant increase in
raw material prices as company has taken lead in passing on increased costs.
Company has been able to manage commodity inflation better.

=  Working capital and operating cashflow - Working capital at end of Q1FY23 stood
at 33 days vs 52 days in Q1FY22. The Company aims to maintain a lean working
capital cycle, where cash flows can be utilized to maximize the operating leverage
of the company.

Exhibit 1: Actual vs estimates

Rsmn Actual YES YES
Consensus Consensus

Sec Sec

2.7

Sales 6,126 6,053 6,866 -10.7 Inventory de-
stocking by
EBITDA 382 653 704 -41.6 457 channel in
EBITDA -470 anticipation of
Margin (%) 6.1 10.8 10.3 55 -420 bps price cuts owing
to lower
Adjusted commodity prices
PAT 190 473 417 -59.9 -54.4  .ve resulted

lower growth

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Financial Summary
(Rs mn) FY22 FY23E FY24E
Revenue 24,484 27,941 31,528
YoY Growth 20.5% 14.1% 12.8%
EBIDTA 2,313 2,772 3,279
YoY Growth 5.4% 19.8% 18.3%
PAT 1,266 1,528 1,810
YoY Growth 13.2% 20.6% 18.4%
ROE 254 25.9 25.8
EPS 6.0 7.2 8.5
P/E 46.4 38.5 325
BV 25.4 30.2 35.9
EV/EBITDA 24.8 20.8 17.4
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INSTITUTIONAL EQUITIES

Exhibit 2: Quarterly snapshot (Standalone)

Particulars (Rs mn) QIFY22 Q2FY22 Q3FY22 Q4FY22 | QIFY23 | y/y%  a/a% FY22 FY21 Iy %
Sales 4,223 5,944 6,784 7582 1 62161 472 (17.5) 24,483 20,326 20.5
EBITDA 223 619 665 806 | 3821 708 (52.6) 2,312 2,195 53
EBITDA Margin % 53 10.4 9.8 107 | 61 |

Depreciation 116.1 117.2 1184 1191} 1279 102 7.4 471 432 9.1
EBIT 107 502 546 686 | 254 | 1363 (63.1) 1,842 1,764 44
EBIT Margin % 25 8.4 8.1 9.1 | 41! 7.5 8.7

Interest charges 48 50 46 60 ! 52 7.3 (13.3) 203 207 (2.1)
Other Income 9.0 134 8.9 268! 519 4767 93.7 58 63 (7.3)
PBT 68 466 509 654 | 254 | 2723 (61.2) 1,697 1,619 48
Tax 180 1178 1285 1669 644 2578  (614) 431 422 23
Effective Tax Rate (%) 26.4 253 25.2 255 254 |

PAT 50 348 381 487 | 190§ 2775 (61.1) 1266 1197 5.7
PAT Margin % 1.2 5.8 5.6 65! 30!

EPS (Rs) 0.2 1.6 1.8 23 | 09| 2775 (61.1) 6.0 56 5.7

Source: Company, YES Sec

Exhibit 3: Segmental Performance

Rs mn QIFY22 Q2FY22 Q3FY22 Q4FY22 | QIFY23 | YoY(%) QoQ(%) FY22 FY21  YoY (%)
gtergtgiga'consumer 3,241 4,198 4813 5,741 4,453 37.4 (22.4) 17,993 15139 3,241
Lighting & Switchgears 982 1,746 1,971 1,792 1,763 79.5 (1.6) 6,491 5,187 982
Net Sales 4,223 5,944 6,784 75331 62161 472 (17.5) 24,484 20,326 4,223
PBIT
ELer;tgiga'CO”S“mer 226.6 515.5 533.6 735.9 371.7 64.0 (49.5) 2,012 2,052 226.6
PBIT % 7.0 123 111 128 8.3 11.2 13.6 7.0
Lighting & Switchgears 103.3 275.5 289.2 2807 | 2324 1250 (17.2) 949 692 103.3
PBIT % 10.5 15.8 147 1571 1321 14.6 133 10.5
Total PBIT 330 791 823 1017 | 604 | 831 (40.6) 2,960 2,744 330
Finance Costs 46.4 47.4 42.7 566 489 | 54 (13.6) 193 197 46.4
Unallocable expense 215 278 271 305 301 39.9 (1.3) 1,070 928 215
as % of sales 5.1 47 40 41! 48 44 46 5.1
PBT 68 466 509 55 ] 2541 2728 (61.2) 1698 1619 68

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Exhibit 4: Inventory de-stocking by channel in latter part Exhibit 5: Higher other expenses dented EBITDA margin
of quarter led to lower than expected revenue growth
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Exhibit 6: Extending direct distribution to new markets Exhibit 7: Higher A&P and warranty expense have
and inventory de-stocking led to lower than estimated resulted in lower margins
revenue growth
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Source: Company, YES Sec Source: Company, YES Sec

Exhibit 8: Lighting and switchgear has continued its Exhibit 9: EBIT margins continues to remain healthy
strong growth momentum led by consumer and facade

lighting
(Rs mn) mmmm | ighting and Switchgear Revenue yoy . |ighting and Switchgear EBIT —— EBIT Margin
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 10: PAT growth is on back of low base Exhibit 11: Net working capital days is trending lower
(Rs mn) m— PAT yoy No of days —o—NWC
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4



Orient Electric Ltd

INSTITUTIONAL EQUITIES

Exhibit 12: Revenue and Margin Assumption

Rs mn FY20 FY21 FY22 FY23E FY24E
Electrical Consumer durables 14,916 15,139 17,993 20,152 22,571
yoy 12.2 1.5 18.9 12.0 12.0
Lighting & Switchgear 5,702 5,187 6,491 7,789 8,957
yoy 6.6 -9.0 25.1 20.0 15.0
Net Sales 20,618 20,326 24,484 27,941 31,528
yoy 10.6 -14 20.5 14.1 12.8
PBIT

Electrical Consumer durables 1818 2052 2012 2358 2754
PBIT % 12.2 13.6 11.2 11.7 12.2
Lighting & Switchgear 597 693 949 1168 1361
PBIT % 10.5 134 14.6 15.0 15.2
Total PBIT 2,414 2,745 2,960 3,526 4,115

KEY CON-CALL HIGHLIGHTS

=  Business update - Strong growth momentum continued with start of the early summer. In
the latter part of the quarter demand declined on account of high inflation. There was trade
inventory correction on anticipated price reduction owing to lower commodity prices. Q1
performance has been below company expectation as demand slumped in May and June.

= |nventory correction - Q2 will see inventory correction by the trade as commodity prices
have corrected and there will be high cost inventory in the system

= Distribution - During Q4FY22, the Company transitioned its distribution approach for its
Fans segment in the underpenetrated markets of Odisha and Bihar, with a direct-to-dealer
approach from its traditional approach of selling via master distributors. The company in
Q1FY23 has further extended to other low underpenetrated markets of Uttar Pradesh and
Karnataka. The company expects a positive outcome from this action in these markets.

= Distribution transition - Some part of revenue has lost due to transition of distribution
system. Distribution transition is done in the markets where ORIENT is under penetrated.
Company will retain the strength of the master distributor in the markets where they are
very strong. Distribution transition is expected to completed sooner than expected.
Company has 50,000 retailers connected through digital medium and are GEO tagged.

= ECD - Heat wave have resulted in clean-up of inventory of air-coolers, while early rains has
resulted in early stocking of water heaters.

= Road map to improve efficiency - Company with its external consultant has clear roadmap
to improve efficiency and have decided to speed-up its presence in e-commerce, GTM and
cost reduction program.

=  Working Capital - Working Capital has been consistently coming down and stood at 33 days
in Q1FY23 which is back at pre-covid levels.

= Lighting & Switchgears - Lighting segment has grown by 80% on strong demand from
consumer lighting and luminaire. New product launches and the ability to swiftly change the

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5
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Orient Electric Ltd

product mix brings in great agility in this segment. The continued and focused efforts in
expanding distribution through digital enablement have helped increase this segment’s share
in the overall revenue pie.

Switchgears - Switchgears contribution is ~10% to lighting and switchgears.

B2B Lighting - Government spending has started picking up, which will keep the order book
of the lighting segment encouraging. Facade lighting orders have been witnessing good
traction and the Company remains optimistic about its prospects going ahead with a healthy
enquiry pipeline.

Gross margins - Gross margin is likely to improve and expected to reach pre-covid levels.
Gross margins are expected to be volatile in near term as company is holding high costs
inventory with itself.

Consumer demand - Demand in consumer lighting is continuing well, demand from
government has improved. Facade lighting has done well for the company. Cooler inventory
has been cleared and expected to grow.

BLDC Fans - BLDC is simple technology and can be easily adopted by most industry
participants. Technology is still evolving and once price starts reducing adoption of BLDC
fans will constitute 30% to overall fans. There is no major shift in mix of the Fans.

Market share - Fans market share is ranging from 18-20%.

Price hikes - Price hikes have already been taken and there is no need to increase price any
further as commodity prices have already corrected.

Category mix - Fans contributes 60% to the total revenue, lighting contributes 25% and
Switchgears 2% and balance other products.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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FINANCIALS

Exhibit 13: Balance Sheet

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Equity capital 212 212 212 212 212
Reserves 3,382 4,344 5,186 6,202 7,405
Net worth 3,594 4,557 5,399 6,414 7,617
Debt 985 153 163 186 210
Deferred tax liab (net) 0 0 0 0 0
Other non current liabilities 706 554 739 789 843
Total liabilities 5,285 5,263 6,300 7,390 8,670
Fixed Asset 1,461 1,555 1,673 2,002 2,271
Investments 0 0 0 0 0
Other Non-current Assets 1,140 1,105 1,251 1,344 1,402
Net Working Capital 2,614 1,203 1,875 2,834 3,217
Inventories 2,865 2,492 3,261 3,713 4,189
Sundry debtors 3,637 3,552 3,904 5,382 6,072
Loans and Advances 10 9 1 1 1
Sundry creditors 3,305 5,191 4,495 5,374 6,064
Other current liabilities 721 766 775 863 955
Cash & equivalents 71 1,401 1,501 1,210 1,781
Total Assets 5,285 5,263 6,300 7,390 8,670
Source: Company, YES Sec
Exhibit 14: Income statement
Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E ‘ FY24E
Revenue 20,618 20,326 24,484 27,941 31,528
Operating profit 1,764 2,195 2,313 2,772 3,279
Depreciation 401 432 471 568 665
Interest expense 261 207 203 232 261
Other income 41 63 58 75 73
Profit before tax 1,143 1,619 1,698 2,048 2,426
Taxes 357 422 431 520 616
Minorities and other - - - - -
Adj. profit 786 1,197 1,266 1,528 1,810
Exceptional items - - - - -
Net profit 786 1,197 1,266 1,528 1,810

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 15: Cashflow Statement

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Profit before tax 1,404 1,826 1,901 2,280 2,687
Depreciation 401 432 471 568 665
Tax paid (357) (422) (431) (520) (616)
Working capital A (35) 1,411 (672) (959) (382)
Other operating items
Operating cashflow 1,413 3,247 1,268 1,368 2,353
Capital expenditure (654) (525) (589) (896) (934)
Free cash flow 760 2,722 679 472 1,419
Equity raised 32 30 - - -
Investments = = = = =
Debt financing/disposal (364) (832) 10 23 24
Interest paid (261) (207) (203) (232) (261)
Dividends paid (290) (265) (424) (512) (606)
Net A in cash (245) 1,330 100 (291) 571

Source: Company, YES Sec

Exhibit 16: Du-pont analysis
Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Tax burden (x) 0.69 0.74 0.75 0.75 0.75
Interest burden (x) 0.81 0.89 0.89 0.90 0.90
EBIT margin (x) 0.07 0.09 0.08 0.08 0.09
Asset turnover (x) 2.23 1.92 2.08 2.16 2.10
Financial leverage (x) 2.78 2.60 2.36 2.19 2.14
RoE (%) 23.6 29.4 254 25.9 25.8

Exhibit 17: Ratio analysis
Y/e 31 Mar FY20 FY21 FY22 ‘ FY23E FY24E
Growth matrix (%)
Revenue growth 11 (1.4) 20.5 14.1 12.8
Op profit growth 25 24.4 5.4 19.8 18.3
EBIT growth 10 30.1 4.1 19.9 17.9
Net profit growth 13 52.3 5.8 20.6 18.4
Profitability ratios (%)
OPM 8.6 10.8 9.4 9.9 104
EBIT margin 6.8 9.0 7.8 8.2 8.5
Net profit margin 3.8 5.9 5.2 5.5 5.7
RoCE 31.2 39.3 37.0 37.5 37.2
RoNW 23.6 294 254 25.9 25.8

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Y/e 31 Mar FY20 FY21 FY22 ‘ FY23E FY24E

RoA 8.5 11.3 10.8 11.8 12.0

Per share ratios

EPS 3.7 5.6 6.0 7.2 8.5

Dividend per share 1.1 1.2 2.0 2.4 2.9

Cash EPS 5.6 7.7 8.2 9.9 11.7

Book value per share 16.9 21.5 25.4 30.2 35.9

Valuation ratios

P)le 74.8 49.1 46.4 38.5 5

P/CEPS 495 36.1 33.8 28.0 23.8

P/B 16.4 12.9 10.9 9.2 7.7

EV/EBIDTA 33.8 26.2 24.8 20.8 17.4

Payout (%)

Dividend payout 37 221 33.5 33.5 33.5

Tax payout 31 26.0 254 25.4 254

Liquidity ratios

Debtor days 64 63.8 58.2 70.3 70.3

Inventory days 51 447 48.6 48.5 48.5

Creditor days 58.5 93.2 67.0 70.2 70.2

Recommendation Tracker
ORIENTELEC Reco  ===-=--- Nifty (RHS)

450 r 21,000
400 - 19,000
350 + 17,000
300 15,000
250 13,000
200 r 11,000
150 - 9,000
100 7,000

Jul-21 Aug-21

Oct-21 Nov-21 Dec-21

Jan-22 Feb-22

Mar-22 Apr-22 May-22 Jun-22 Jul-22

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



INSTITUTIONAL EQUITIES

DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | X research@ysil.in
Website: www.yesinvest.in
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The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 11
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